Purpose: Crowdfunding as a form of alternative financing has become a widespread and successful form of financing new ideas. In this paper, we investigate crowdfunding in CEE countries, Slovakia and Czech Republic, with a strong focus on reward-based crowdfunding. The aim of this paper is to describe the current situation of crowdfunding in the Czech and Slovak Republic.
INTRODUCTION
Crowdfunding became a financial phenomenon only a few years ago, but in a broader sense it has a long history. The main idea, collecting money from a crowd, is a form of charity used for centuries. Using crowdfunding as microfinancing dates back to the 18 th century, when Jonathan Swift started to give loans to low-income families. Other authors attribute the origin of crowdfunding to the subscription business model, where books were written and printed only in case of sufficient demand. All these ways of financing can be identified as forerunners of crowdfunding (Ordanini, et al., 2011) .
We can talk about modern crowdfunding since the 20th century, when more individual projects were started with signs of crowdfunding. The emergence of new technologies and other aspects known as Globalization 3.0, significantly simplified the adoption of innovative financing (Szabo, Šoltés and Herman, 2013) . According to Petrov (2015) , the first successful crowdfunding project was created in 2003 by a web platform, ArtistShare. According to Statista (2016) , the number of US crowdfunding platforms has risen six times during the period 2007-2011. Moreover, the crowdfunding volume has multiplied during this period. According to Massolution (2015) , the worldwide crowdfunding volume doubled in 2015, accounting for $34.4 billion and it is going to exceed venture capital volume. Figure 1 shows the development of crowdfunding volume, where we can observe an exponential growth. It is worth mentioning the support provided by the government in USA and also in the most developed countries of the European Union by creating a legal framework and using financial injection in the last years.
Figure 1 -Development of total crowdfunding volume in World
Source: Massolution (2015) Currently, there is a great development of innovative ideas. These ideas are the fruits of hard work of people, and obtaining money is usually a major challenge. Because of the risk, banks are not a good option for raising money, and therefore it is neccessary to find other alternative ways. Choosing a way of financing depends on the life cycle of the enterprise (Kádárová, Bajus and Rajnoha, 2015) . Crowdfunding is one of the solutions to raise capital to support new projects or to set up a business. Compared to other financing alternatives, it offers various advantages and disadvantages, that may affect the choice of a financing method (Hudec, 2015; Mura and Buleca, 2012) . Crowdfunding belongs to the group of alternative financing of a business, together with private equity or venture capital. Venture capital has a similar target group by supporting projects and companies in an early stage and with a high degree of risk. Venture capital is typical for interventions of investors in the management of the project. These interventions are consequences of the investor's effort to reduce project risk and to help it succeed by providing valuable information such as know-how and arranging contacts (Šoltés, V. and Šoltés, M., 2013) .
LITERATURE REVIEW
First of all, we have to define the term crowdfunding. According to Schwienbacher and Larralde (2010) (Mollick, 2013) .
Crowdsourcing is the process of providing resources by a large number of people to carry out a specific role in product development. Using similar ideas included in this definitions, we can create a simple explanation of crowdfunding. It is a form of raising capital from a high number of individuals, to support startups or projects. Crowdfunding represents a new way of funding projects and enterprises, where a small contribution is provided from a high number of individuals almost exclusively via the Internet (Burtch, Ghose and Wattal, 2012) . For a precise definition of the term it is necessary to emphasize the process of obtaining funds through the Internet platform, which is highlighted by Burtch, Ghose and Wattal (2012) . Internet is seen as a tool for communication and campaign conduction. WEB 2.0 represents an important role in this definition. However, we can encounter the term Web 3.0, but as a new term it is not clear what it includes exactly (Bánciová and Raisová, 2012) .
Portals bring together people looking to invest and people looking for investments. To protect the personal information of contributors and project developers, portals are used as a gateway and publish only necessary data. Donors may remain anonymous, but authors have to introduce themselves. According to Zheng, et al. (2014) , contributors, applicants and portals are the basic types of actors connected by a crowdfunding portal. In a crowdfunding campaign, social networks are important and help to achieve a funding goal. Zheng, et al. (2014) have analyzed other dimensions of social capital, obligations and shared meaning, with positive effects on crowdfunding. Because of the specific development of China, they have found a stronger relation in China than in the USA.
According to Belleflamme, Lambert and Schwienbacher (2014) , we can distinguish between four types of financing differing in forms of recompense, i.e. rewards-based, donor-based, equity-based and debt-based model. Crowdfunding platforms often focus on one type, but that does not exclude the offering of different crowdfunding types.
The first model, as the name suggests, takes the form of donations. Individual investors expect no reward for their contributions and so they can be described as philanthropists. This form is characteristic for cultural and social projects created mainly by non-profit and charitable organizations. Charity has a long history in Slovakia and it has been developing since 2007 in CEE countries (Belleflamme, Lambert and Schwienbacher, 2014 ).
The debt model represents the equivalent of borrowing. Contributors expect a certain amount of interest usually higher than in banks. A certain analogy is seen in P2P lending that meets several characteristics of crowdfunding. P2P lending is sometimes subdivided, but according to Massolution (2015) , we will consider it a part of crowdfunding.
Equity crowdfunding is a little bit different, because it uses smaller numbers of investors and the fundig goals are much higher than in other types. Contributors usually gain a minor equity share in the business. Due to this fact, legalization and regulation were needed. It was performed through the Jumpstart Our Business Startups Act in the USA and via a directive Alternative Investment Fund Managers Directive in Europe. This directive has not created a fully integrated framework for equity crowdfunding throughout the European Union (Lasrado and Lugmayr, 2014 ).
The reward-based model is currently very popular around the world. Authors of the campaign get funds for their projects in exchange for a different reward, especially in the form of discounts on their products. This can be understood as a form of product pre-orders. Sponsors usually receive products earlier, but usually for a higher price than the final selling price. The smallest contributions get only small rewards, higher contributions are rewarded by more interesting products. (Belleflamme, Lambert and Schwienbacher, 2014) The second subdivision represents projects with fixed or flexible funding. Projects with a fixed funding are the most common and also known as "all or nothing". The project is funded only if the funding goal is achieved. Pledges below the target amount mean failure of project and they are returned to the contributors. Flexible projects receive the amount collected, regardless of how much money was collected. Flexible projects are governed by the motto "keep it all" and they are used in donor-based models, but also in reward-based campaigns (Stroková and Bieliková, 2014) .
Fundraising is possible only during a campaign. A crowdfunding campaign usually lasts from 4 to 6 weeks, depending on portal policy or author selection. During this campaign the goal is to raise more money than the funding goal. At the beginning of a campaign, family and friends are the main sources of the collected money, but later the breaking point occurs and the project becomes viral (Belleflamme, Lambert and Schwienbacher, 2014) .
Crowdfunding is a demand-oriented way of financing. The success of the campaign is the result of sufficient demand. Feedback is represented by comments and authors can use it for improving their ideas. Crowdfunding allows support to atypical projects with low chances of borrowing money from banks. Moreover, an unsuccessful campaign means that authors do not have to pay any fees. Pebble smart watch is an example of a successful crowdfunding campaign, in which, despite an unsuccessful venture capital financing, the funding goal was exceeded by 100-times (Mollick, 2013) . On the other hand, projects are presented publicly, so the main idea of a project can be easily duplicated. The other negative aspect are the fees for a project. Usually, it is a certain percentage from the fundraised amount. To the negative aspects we can include the opportunity costs that are associated with venture capital, including contacts and know-how (Zheng et al., 2014) .
CROWDFUNDING IN SLOVAKIA AND THE CZECH REPUBLIC
Slovakia and the Czech Republic are very similar countries with a shared history. They represent developing countries of the European Union with economies linked with each other. They have acted as independent countries since 1993, but a number of similar elements remained during their disaffiliation, for example similar constitution and laws. There is almost no language barrier, no law barrier, free movement of goods, capital, services, and people and therefore companies often act on both markets. Crowdfunding can be a good example of cooperation, since many portals operate in both Slovakia and the Czech Republic. Because of the interconnections of these countries we have decided to analyze the crowdfunding market for both countries.
Despite the small size of Slovakia and the Czech Republic, the crowdfunding market is growing very fast. Crowdfunding does not have direct regulation in these countries, but on the other hand legislation has general rules and restrictions for collecting funds from the public and their use, rules for the protection of consumers and prevention of money laundering. Regulation is performed by the following acts: Payment System Act, Banking Act, Consumer Protection Act, Civil Code, on Public Collections and Lotteries (Husták, 2015 (2015) , lending crowdfunding accounts for 72.99% of contributions in the world. In these countires, it is not so wide-spread and the first investments occurred in 2012.
Methodology
According to a number of journals in Web of Science, crowdfunding has become interesting for academics since 2012 and the number of papers is growing exponentially. The Slovak and Czech crowdfunding market is underdeveloped. In this paper, we provide an analysis of the market by investigating portals currently operating in these countries. After the market analysis, we discuss the reward crowdfunding model industry. We have found 18 operating portals on the Slovak and Czech market, but only 15 portals offered accessible data for analysis.
In this paper, we try to answer the following questions:
• The number of projects ending in January was relatively small and this month was also excluded from the sample. Duration was a useless variable because of the fixed length of projects. In order to preserve the accuracy of the analysis, all projects with the "keep it all" idea were excluded too.
Overview of Crowdfunding in Slovakia and the Czech Republic
For a few years, crowdfunding in Slovakia and the Czech Republic collected €10,592,844. This sum was obtained by analyzing 15 portals. We have found few portals, that have already been cancelled, and therefore they were not analysed. Data from three other portals, two lending and one equity portal, were not available and so, they were excluded from the analysis too.
Figure 2 -Number of Czech and Slovak portals by category in 2016
A detailed crowdfunding analysis is presented in Fig.1 and Fig. 2 . Fig. 1 shows the frequency of crowdfunding types in Czech and Slovak portals and Fig. 2 shows the amount of money collected on these portals. Data from two lending portals and from one equity portal were not available and therefore we did not include it in our exploration. Reward-based portals are the most numerous, but charity projects are available in other forms. 
Comparing reward crowdfunding
The most successful Czechoslovak crowdfunding portal is HitHit. Its biggest competitor Startovac.cz, however, does not disclose failed projects. Therefore, we included data only from four portals. Slovak and 76 Czech projects on Indiegogo. Startlab showed an above-average success ratio, but the reason was the availability of "keep it all" campaigns, allowing success of a campaign even though the goal has been not achieved. 
*According to Zheng and Li
Comparing Kickstarter with the Slovak and Czech Crowdfunding Industry revealed that Slovak and Czech average contributions are much lower than the international ones. The average pledge on one person is $81.82 considering only Kickstarter in USA, but only €30.26 in the Slovak and Czech market. This is confirmed by the Massolution report (2015) , which claims that the European Crowdfunding Industry is developed only in the most advanced countries in the European Union, mainly United Kingdom and Germany.
Distributions
We have used histograms to compare the crowdfunding market in Slovakia and the Czech Republic. We can see differences between these markets, because the Czech reward crowdfunding market is more developed, but we have to emphasise the progress of the Slovak donor crowdfunding market. Our dataset contained 59 Slovak projects and 689 Czech projects. The remaining projects did not contain location information. We used public data about Kickstarter projects from CrowdBerkeley database (CrowdBerkeley, 2016) .
By comparing campaign goals, we have found that the data samples do not come from the same distributions. To confirm this assumption, we have run the Kolmogorovov-Smirnovov test. The same test was used to compare the Czechoslovak market with USA projects. There are significant differences between samples. F-test and Student's t-test showed that the Czech projects have significantly higher average goal and standard deviation. By comparing the whole SK&CZ crowdfunding industry with Kickstarter, we have confirmed again that samples do not come from the same distribution, and so we can draw the conclusion that there are significant differences between the Slovak and Czech market and between the international market too. Crowdfunding still has a long road ahead. Figure 5 shows distribution of projects according to the obtained ratio of percentage funded. Both distributions act like power laws, using certain bins. We had to limit the ratio of successful projects because of presence of extreme values. 25.22% of unsuccessful projects did not reach 1% of their goal. Only 50% of unsuccessful projects raised over 5.7% of their goal and only 2.5% of unsuccessful projects achieved 50% of their goal. On the other hand, 12.4% of the successful projects did not exceed the percentage funded of 101% and 61.6% did not exceed 110%. 50% of the successful projects reached a lower success ratio, lower than 1.065. Only 2.9% of successful projects scored over double of their goal. 
Figure 4 -Histograms of campaigns per data origin

Data patterns
The most successful project was project "Nakopni Jatka!", for the construction of a multifunctional theatre, reaching 121% of the CZK 2,000,000 goal. Project "SKINNERS -botky do kapsy" achieved the highest ratio funded, reaching 602% of their goal (CZK 542, 051) . This project brought compact foldable shoe. Successful projects achieved on average 116.24% of their goal. On the other hand, unsuccessful projects achieved only 10.35%. The most common goal was set on CZK50,000, approximately EUR1,850, representing 22.78% of all goals.
Figure 6 -Histogram of campaigns based on goal using log scale
87.9% of goals are distributed between €1,300 and €7,000. In Figure 7 , the development of a number of projects is shown. We can observe some signs of seasonality in crowdfunding. The beginning of the year is characterised by a decrease in project starts and we can observe some other signs in other months too (Štofa and Zoričák, 2016) . 
Reward-based crowdfunding models
In order to analyse success factors, we have used the logistic and linear regression. In Table 4 , we have the descriptive statistics of the studied data. The average contribution was calculated as donated amount divided by number of donors. The logistic model showed that only three important variables, i.e. goal, average pledge and number of donors are significant. Our model pointed out that projects with higher average pledge have a better chance for success, but its impact is very low. Furthermore, the number of donors had a positive impact. The most important variable was the logarithmic value of goal. We have found out that projects with higher goals have a lower chance for success. This finding is the same as the conclusions of other authors, hoverer, the impact of goal in this paper is much higher than in other papers. We see the reason for this in the lower willingness to donate to projects with a higher goal in the Czechoslovak market, because of a higher risk. The lower depth of market has an impact too. Other factors such as country, category, month and quarter of campaign start do not represent significant variables. Because country is a dummy variable, being a Slovak project reduces the log odds by 1.9521 compared with undetermined project, while a unit increase in log(goal) reduces the log odds by 7.8608. The linear model has analyzed the factors influencing ratio pledge to goal. This ratio represents the achieved collected percentage of goal, therefore projects with a ratio higher than or equal to 1 represent successful projects. The most important factor was goal, negatively influencing percentage funded. We found also significant influence of February and June at Alpha level 99%. The second model analyzed percentage funded as a dependent variable. In general, it showed similar results as the logistic regression with some particularities. Average pledge and number of donors had a significant impact, but their overall impact is low. Goal had also a negative impact on percentage funded as in the first model. Using not logarithmic values of goal we find that increasing goal by €1 decreases percentage funded by 0.006019%. Variables category and country were not significant, but we found a new significant variable, campaign start month. February and June had a significant negative influence on the collected amount of money. Other months showed also a negative, but not significant effect in comparison to January. On 90% significance level, we observed a positive impact of category Impact Hub, but a negative impact of projects located in the Czech Republic. These categories were not included in our table.
CONCLUSION
Crowdfunding has become one of most important form of alternative financing. Because of gaining money for a specific purpose, it is experiencing great success. Despite the significant progress in the Slovak and Czech crowdfunding market, the reward crowdfunding industry is still popular only amnog a certain part of the population, especially early adopters and social-minded. In comparison with the highly developed crowdfunding market in the USA, Kickstarter, his effect in the Czech and Slovak Republic is lower and it has a long way ahead.
There are significant differences between countries, too. The reward model is very popular in the Czech Republic, and Czech portals are main drivers of growth of reward crowdfunding in Slovakia. We have observed also significant differences between distributions of goal and success ratio between countries. The Slovak Republic has a less developed crowdfunding industry. On the other hand, donor and lending models play a more important role in Slovakia. The equity model is new for both countries with only 3 successful projects so far.
On the other hand, reward-based crowdfunding campaigns modelling was more difficult. The most important variable was goal with a negative influence on success of campaign and also on percentage funded. We did not observe a significant impact of categorical variables such as category, country and origin portal. Seasonality assumption was confirmed only in percentage funded, but in general the impact was not significant. The relatively small sample could be also a source of these problems.
According to our results, we can give entrepreneurs some advice. When creating a campaign plan, they should be aware of setting their goals too high, because overestimating can lead to campaign failure. On the other hand, the goal should not be underestimated and authors should consider fees and other costs emerging in reward crowdfunding. Average contribution had a bigger impact than number of donors, and therefore we recommend to set slightly higher contributions compensated with more interesting rewards. Donors are ready to pay more money to get product in preference than in the classical way.
Our recommendation is to use more explanatory variables, according to other studies on social capital. Marketing could be another important factor, represented by video, pictures, shared content, number of rewards, and also promotion of project using social network websites and also crowdfunding platform.
